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On March 29, the Argentine government closed the second phase of a five-year program to convert
$1.9 billion in foreign debt to investment in domestic enterprises. According to central bank sources,
20 bids for a total $220.037 million had been received, offering discounts on debt face value ranging
from 38.1% to 57.1%. Officials are expected to accept 14 of the bids representing about $117.33
million in debt exchanged for equity in local investment projects. In 1988, Buenos Aires plans to
convert $300 million in debt to equity, while $400 million annually will be converted through 1992.
In debt-equity swaps, foreign creditors trade debt they hold to the borrower nation's central bank
for local currency at a discount, and then invest the funds in a local enterprise. Typically, the creditor
is a company that has purchased loan paper from a bank that wants to terminate its relationship
with the debtor country. Under terms agreed on between the government and creditors, investors
can cover up to 70% of project costs with funds raised by the swap. Investors are expected to cover
the remaining 30% of costs with new monies. The government has limited the program to new
private sector investment, and ruled out the sale of interests in 450 state companies. On Jan. 25, the
Argentine government announced the acceptance of six bids worth a total $101.8 million in debt
exchanged for about $63 million in domestic investment (equity in Argentina-based enterprises).
(Basic data from Argentine news agency DYN, 03/29/88)
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